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HOUSE BILL No. 6325

November 4, 2004, Introduced by Rep. Woronchak and referred to the Committee on Senior
Health, Security and Retirement.

A Dbill to amend 1980 PA 300, entitled
"The public school enployees retirement act of 1979,"
by amendi ng section 104a (MCL 38. 1404a), as anmended by 1998 PA
213.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 104a. (1) After the end of each state fiscal year, the
departnent shall determne the rate of investnment return earned
on retirenent system assets during the fiscal year, based upon
nmet hods established by the retirenment board.

(2) At the end of each state fiscal year, the retirenment
systemi s actuary shall determ ne the present val ue of retirenent
al l omances to be paid after the end of the fiscal year to
retirants and retirenent allowance beneficiaries in receipt of
retirement allowances at the end of the fiscal period. The

assunmed interest rate used in the determ nation shall be 8% per
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year, conpounded annually.

(3) The distribution incone at the end of each state fisca
year shall be equal to the product of the present val ue of
retirement allowances determ ned in subsection (2) at the end of
the previous fiscal year times the positive excess, if any, of
the rate of investnent return determ ned in subsection (1)
exceeding 8% The distribution inconme cal cul ated pursuant to
this subsection at the end of the fiscal years 1984-85 and
1985-86 shall be reduced by the cost of prior postretirenent
adjustnents paid fromthe appropriated credit for excess interest
earnings on retired life assets during the fiscal year pursuant
to sections 101, 102, 103, and 104.

(4) After the end of each state fiscal year, each retirant
and retirement allowance beneficiary in receipt of a retirenent
al l omance at the end of the fiscal year, and whose effective date
of retirenent allowance preceded the begi nning of that fisca
year, shall be credited with 1 distribution unit for each ful
year between the effective date of retirenent and the end of the
fiscal year and 1 distribution unit for each full year of service
credit in force on the effective date of retirenent.

Distribution units shall not accunulate from1l year to the next
year.

(5) The distribution amount for an individual retirant or
retirement allowance beneficiary shall be equal to the product of
the distribution inconme determned in subsection (3) tines the
i ndi vidual "s nunber of distribution units determned in

subsection (4) divided by the total nunber of distribution units
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for all eligible retirants and retirenent allowance beneficiaries
in receipt of retirenent allowances at the end of the fisca
year. The distribution amount for an individual retirant or
retirement allowance beneficiary of a retirant or nenber who
contributed to the nenber investnent plan is zero.

(6) Each retirenent allowance that was effective on or before
January 1, 1987 shall be increased effective on the |ater of
January 1, 1986 or the retirenent allowance effective date. The
amount of the increase shall be 8%of the retirenment allowance
t hat woul d be payable as of the date of the increase w thout
application of this subsection, except that if the retirenent
al l omance is being paid under section 85(2), the increase shal
be based on the retirenent allowance that woul d have been paid
under the paynment option selected by the nenber under section
85(1).

(7) Until and including Cctober 1, 1989, each retirenent
al  owance that was effective on or before January 1, 1987 shal
be increased each Cctober 1 beginning with the |ater of
October 1, 1986 or the first Cctober 1 follow ng the retirenent
al | onance effective date. The anount of the annual increase
shall be equal to 40.5% of the increase conputed in subsection
(6).

(8) After the end of each state fiscal year, the cunul ative
i ncrease anmount shall be conputed for each retirant or retirenent
al |l omance beneficiary affected by subsections (6), (7), and
(11). The cumul ative increase amobunt shall be equal to the

di fference between the total retirenent allowance paid during the
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state fiscal year and the retirenent allowance that woul d have
been payabl e wi t hout application of subsections (6), (7), and
(11). The cunul ative increase amount for any retirant or
retirement all owance beneficiary whose effective date of
retirement is after January 1, 1987 is zero.

(9) I'n March of each year, beginning in March, 1986, each
retirant or retirenment allowance beneficiary shall be paid, in a
singl e suppl emental paynment, the excess, if any, of the
di stribution anount over the cunul ative increase anount for the
previous state fiscal year. |If a retirant dies before receipt of
a suppl enmental paynent, the suppl enental paynent shall be nmade to
the retirant's retirenent all owance beneficiary, if any. |f both
the retirant and the retirenment all owance beneficiary die before
recei pt of a supplenental paynent, no paynent shall be made.

(10) Each retirenment allowance that was effective before
October 1, 1981 shall be increased effective January 1, 1990.

The anount of the increase shall be a percentage of the
retirement allowance that is payable as of January 1, 1990

wi t hout application of this subsection, except that if the
retirement allowance is being paid under section 85(2), the

i ncrease shall be based on the retirenent allowance that woul d
have been paid under the paynment option sel ected under section

85(1). The percentage is as foll ows:

Ef fective date of retirenent Per cent age
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Cctober 1, 1980 to Septenber 30, 1981 1%
Cctober 1, 1979 to Septenber 30, 1980 2%
Cctober 1, 1978 to Septenber 30, 1979 3%
Cct ober 1, 1977 to Septenber 30, 1978 4%
Cctober 1, 1976 to Septenber 30, 1977 5%
Cct ober 1, 1975 to Septenber 30, 1976 6%
Cctober 1, 1974 to Septenber 30, 1975 7%
Cctober 1, 1973 to Septenber 30, 1974 8%
Cctober 1, 1972 to Septenber 30, 1973 9%
Cctober 1, 1971 to Septenber 30, 1972 10%
Cctober 1, 1970 to Septenber 30, 1971 11%
Cctober 1, 1969 to Septenber 30, 1970 12%
Cctober 1, 1968 to Septenber 30, 1969 13%
Cctober 1, 1967 to Septenber 30, 1968 14%
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12
13
14
15
16
17
18
19
20
21

Cctober 1, 1966 to Septenber 30, 1967 15%
Cctober 1, 1965 to Septenber 30, 1966 16%
Cctober 1, 1964 to Septenber 30, 1965 17%
Cctober 1, 1963 to Septenber 30, 1964 18%
Cctober 1, 1962 to Septenber 30, 1963 19%
Cctober 1, 1961 to Septenber 30, 1962 20%
Cct ober 1, 1960 to Septenber 30, 1961 21%
Bef ore Cctober 1, 1960 22%

(11) Each retirement allowance that was effective on or
before January 1, 1987 shall be increased each October 1
begi nni ng Cctober 1, 1990. The anobunt of the annual increase
shall be equal to 3% of the retirenent allowance that woul d be
payabl e wi t hout application of this subsection, except that if
the retirenent all owance is being paid under section 85(2), the
i ncrease shall be based on the retirenment allowance that woul d
have been paid under the paynent option sel ected under section
85(1).

(12) Beginning January 1, 2005, the nmonthly retirenent
al | owance payable to a retirant or retirenment allowance
beneficiary whose retirenent allowance effective date was before

Cctober 1, 1986 is supplenented as foll ows:
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Effective date of retirenent Per cent of

i ncrease
Cctober 1, 1985 to Septenber 30, 1986 4
Cctober 1, 1984 to Septenber 30, 1985 6
Cctober 1, 1983 to Septenber 30, 1984 8
Cctober 1, 1982 to Septenber 30, 1983 10
Cctober 1, 1981 to Septenber 30, 1982 12
Cctober 1, 1980 to Septenber 30, 1981 14
Cctober 1, 1979 to Septenber 30, 1980 16
Cctober 1, 1978 to Septenber 30, 1979 18
Cctober 1, 1977 to Septenber 30, 1978 20
Cctober 1, 1976 to Septenber 30, 1977 22
Cctober 1, 1975 to Septenber 30, 1976 24
Cctober 1, 1974 to Septenber 30, 1975 26
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Cctober 1, 1973 to Septenber 30, 1974 28

Bef ore Cctober 1, 1973 30

(13) The recalculated retirenent allowance in subsection (12)
shal | be based upon the retirenent allowance the retirant or the
retirement allowance beneficiary is entitled to receive as of
Sept enber 30, 2004 and shall be the basis on which future

adjustnents to the all owance are cal cul ated
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